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Memphis I nter national Airport

Cargo Airport Case Study:
The Economic Impact
of Memphis|nternational Airport
on the Mid-South

Larry D. Cox, AAE.
President & CEO
Memphis-Shelby County Airport Authority

Good morning, ladiesand
gentlemen. My nameisLarry
Cox, and | am President of the
Memphis-Shelby County
Airport Authority and
Chairman-Elect of the
American Association of
Airport Executives.

My chargetoday isto share
with you one of the great
economic success stories of
modern aviation - the story of
Memphisand therole of the
MemphisInternational Airport
in helping our community to
become economically vibrant
once again.

Memphiswas oncethe
nation’s fastest-growing city.
Thereason for therapid growth
was Memphis’ geographic
location and commanding
presence on the nation’s
primary waterway.

That wasin the 19th
Century. Inthe 20th Century,
our city declined asthe
riverboat era ended and King
Cotton declined. By the 1970s,
in the wake of the assassination
of Dr. Martin Luther King Jr.,
Time Magazine even referred to
usasa“derelict river town with
aglorious past and a
questionable future...”
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“Aviation in the first half of the 21st century
will be asimportant to the country asthe
inter state highway system has been in the

second half of the 20th century...

—TheHonorable Rodney Slater
U.S. Secretary of Transportation

Rather than a* questionable
future,” | am pleased to tell you
that aviation -- and cargo
aviation in particular -- isgiving
Memphis hope for a glorious
future.

As Secretary Slater noted two
yearsago, “ Aviation in thefirst
half of the 21st century will be
asimportant to the country as
theinterstate highway system
was in the second half of the
20th century.”

Few of usin thisroom can
argue with thewisdom of that
statement.

And | cannot argue with how
Secretary Sater finished the
sentence you see before you.
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“Aviation in thefirst half of the 21st century
will be asimportant to the country asthe
interstate highway system has been in the

second half of the 20th century...
And, there is no place in America that
understands that more at its core than
Memphis.”

—TheHonorable Rodney Slater
U.S. Secretary of Transportation

Hewent ontosay: “And, there
Isno placein Americathat
under standsthat moreat its
corethan Memphis.”

That istrue because Memphis
has continued to adapt
transportation technologiesto
Its geogr aphic advantages.

Memphis became a great city
because of its geographic
location, high on the bluffs of
the Mississippi at the head of
one of theworld’s greatest
Deltas...

where most of the nation’s
major railroads conver ge,

wher e one of the nation’s
lar gest inland ports has floating
docksto accommodate up to a
60-foot variancein elevation of
the Great River,

wher e inter state highways
north and south, east and west
meet;

and where snow isso rare that
thewhole city (but not the
airport!) closesdown if two
inchesfalls.
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Memphis I nter national Airport

¢ Theworld’'slargest cargo airport

Today good geography, plus
sound planning and project
implementation, have made
Memphis International Airport
theworld’slargest cargo
airport.

Coupled with the previoudly
existing infrastructurefor rail,
highway and marinetravel, the
airport’ssteadily expanding
lead astheworld’s largest cargo
airport is helping to move from
thecity from being“America’'s
Distribution Center” into being
the“World's Distribution
Center.”

And the economic impact of
that for Memphisisnothing less
than profound.

It isno secret that Memphisis
theworld’sbusiest airportin
terms of car go tonnage because
it isthe home base of FedEXx
Corporation.

FedEXx’ s brilliant purple, orange
and white aircraft line
Memphis' night skies, making
Memphis International Airport
the busiest airport in theworld
after midnight each weeknight.
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Largest Cargo Airports

Divided chart:
first click shows rankings 2-6,
second click adds MEM

For the past seven years,
Memphis International has not
only handled more cargo than
any other airport -- it hasin fact
increased itslead.

Of thefive busiest airportsin
terms of cargo just below uson
thischart, note that only Miami
experienced growth in 1999 --
and that was at one-fourth our
per centage rate of increase.

Memphis International grew
6% between 1998 and 1999.
It’stoo early to tell how quickly
we'll grow in 2000, but we're on
track to match or exceed 1999's
performance level.
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Memphis I nter national Airport

* Theworld’slargest cargo airport

¢ Thenation’ssmallest passenger hub
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In addition to being theworld’s
largest cargo airport, Memphis
International is also a passenger
hub. We'renot the biggest.
In fact, we'reclearly a
contender for the nation’s
smallest passenger hub. But
that hasitsadvantages --

we' re number onein terms of
on-time per for mance;

we offer our passengers, and in
particular our connecting
passenger s, one of the most
“hasse” freeflight experiences
in North America, and

wher e else can you buy ‘world
class' barbecue between
flightswithout having to wait in
seemingly interminable lines?

Although Memphisisprimarily
a Southeastern hub, it isalso
quickly becoming a major entry
point for European visitors.
KLM'’sdaily nonstop serviceto
Amsterdam enjoys passenger
loadsin excessof 80%. Weare
hopeful that nonstop flightsto
Italy and to Japan will be
forthcoming in the next few
years.
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Total Passenger Trafficat Memphis

64.3% ( Northwest Airlines ()

10.9% 'Northwa Airlink
10.5% (:. Delta Airlines

Air Trans, Continental Express,
6.2% QTW Express, and others "
2.5% a US Airways
2.0% 9 American Airlines
18% . United Airlines

1.8% a KLM Royal Dutch Airlines

First click shows bottom 25% of
passenger carriers, second click
shows Airlink’s 11%; final click
shows NWA'’s 64%.

MemphisInternational’s
passenger carrier profile
matches what you would expect
of ahub airport.

About 25% of our total
passenger volume of about 10.3
million is spread among a dozen
carriers.

Northwest Airlink, the
Memphis-based regional
subsidiary of Northwest
Airlines, accountsfor another
11% of total passenger volume.

And, our hub carrier --
Northwest Airlines -- takesthe
rest, awhopping 64%.
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Memphis I nter national Airport

* Theworld’slargest cargo airport

* The nation’s smallest passenger hub

¢ Responsiblefor 1in 5jobsin
the Memphis-area economy

Cumulatively, FedEXx,
Northwest and other
commercial interests at
Memphis International Airport
areresponsible inwholeor in
part for onein fivejobsin the
Memphis-area economy.

Thisisone of the highest levels
of airport job impact in the
United States. Unlike other
cities-- Atlantain particular --
the primary catalyst for these
jobsin Memphisisair cargo.
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FedEx Corporation

« 30,000 Direct Jobsin
Memphis-area Economy

Because shippers can accept
phone ordersfrom customers
throughout North America until
late in the evening, it is possible
torecelvean order aslateas 10
p.m. Central Standard Timein
Memphisand get it to FedEx by
its 11 p.m. deadline for
overnight shipment to be

guar anteed.

And some shippers—such as
Planet RX —aresaid to
occasionally push the deadline
much later than that.

Thisreality is spawning a new
industry -- “virtual delivery,”
that promisesto make M emphis
and a handful of other inland
citiesthe functional equivalents
of the great port cities of
yesteryear.

FedEx Cor poration employs
mor e than 30,000 personsin the
Memphis metropolitan area,
most of them within a few miles
of theairport.
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» 30,000 Direct Jobsin Local Economy
* Responsiblefor 1in 11 Jobs
(Direct and I ndirect)
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“The significance of Federal Expressto
Memphisis akin to that of Boeing to Seattle...
The differenceisthat we don’t have a
Micro-soft to help take up the slack if
FedEx were to suddenly disappear.”

wid Ciscel, University of Memphis
of Business and Economic Research

Those 30,000 men and women:

* Maintain a fleet now
approaching 650 air cr aft;

* Help fly to approximatey 370
airportsin 210 countries;

» Deliver upwardsof 3.5 million
packages a day

* And act decisively on more
than 60 million eectronic
transmissions each day.

Using standard economic
multipliers, those 30,000 jobs
stimulate the creation/
maintenance of approximately
300,000 morejobsin the
Memphisarea.

In short, FedEx isthedriver of
the M emphis economy.

Here s how an economist at the
University of Memphis
tranglates that economic reality
into termsthat most of uscan
mor e clearly appreciate.
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FedEx Corporation

» 30,000 Direct Jobsin Local Economy

» Responsiblefor 1in.11Jobs
(Direct and I ndirect)

* Major Presencein Shelby County

Asonewould imagine, FedEx is
not only the largest employer in
Shelby County, it isalso the

lar gest taxpayer, and it has
great political clout in our
community.

It isinstructive that when
FedEx wanted to build two new
state-of-the-art buildingsto
houseitsworld headquarters
and itstechnology center away
from theairport, the State of
Tennessee was mor e than happy
to build a new freeway in near -
record time.

Thisistheentranceto the new
technology center about 20
minutes away from the air port
viathenew freeway | just
mentioned to you.
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FedEx Growth at MEM

FedEx Growth at MEM

FedEx has always had a major
profileat Memphis
International Airport, whereit
was founded in 1971.

Thebuildingsin red represent
FedEx in the 1970s.

During this period, FedEx
pioneer ed the concept of
air/ground express delivery and
began its mar ch to market
greatness.

It launched its centralized
computer system to manage
vehicles, people, packages
routes and weather scenarioson
areal-timebasis.

FedEx morethan doubled its
physical size at Memphis
| nter national in the 1980s.

During this decade, FedEx
expanded inter nationally and
becamethefirst U.S.

cor poration to enjoy revenuesin
excess of $1 billion a year
without merger or acquisition.
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FedEx Growth at MEM

FedEXx continued to expand
aggressively at Memphis

| nter national Airport in the
1990s, marking the decade by
numer ous service
enhancements.
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FedEx Growth at MEM

2000's

Asthe decade of the aughts/
doubleoh’s or whatever we
choose to call it unfolds, FedEx
will continueto grow at
Memphis International Airport.

Meanwhile, Memphis

| nter national will continueto
enhanceitsinfrastructure,
offering mor e passenger gates,
new technologiesand a“we're
hereto help our partners’
attitude.

Thisfall reconstruction and
expansion of the center runway
will provide uswith a two-mile
long strip of pavement that we
have christened our World
Runway. Thisrunway will
permit FedEx and other
carriersto fly fully loaded air
car go planes nonstop to most of
the developed world’s major
cities. Wealso believeit will
lead to moredirect

Inter national passenger service
from Memphis.
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Northwest Airlines

¢ Southern Hub
(130+ Daily Flights to 60+ Destinations)

Memphis International
Airport’sother major tenant is
Northwest Airlines, which uses
MEM asoneof itsthree hub
airports.

NWA recently announced that
itslargest single service
expansion in the company’s 75-
year -history will take place at
Memphis International.

The company currently offers
mor e than 130 nonstop flights
daily to morethan 60 cities.
That level of service will
Increase to morethan 175
flights per day when Northwest
addsafourth bank of flightsin
June 2000.

Utilizing the traditional “hub
and spoke’ approach, NWA'’s
Airlink subsidiary feeds
passengersinto Memphis

| nter national from acrossthe
Southeast.

From Memphis, they are then
transported to most major cities
nonstop on Northwest.

Thisservice providesa metro
region of but onemillion
personswith some of the best
air servicein theworld. And,
it’sgoing to get better!
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subsidiary, Northwest Airlines
has approximately 3,400

« 3,400 Employeesin Memphis employeeS inM emphIS tOday.
And, morethan 350 additional
employeeswill be added in the
coming monthsto manage
Increased service levels.

» Southern Hub
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Northwest Airlines

» Southern Hub

* 3,400 Employeesin Memphis

¢ Utilizing MEM Hub asRJ Center
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Because of its central
geographic location but low
passenger origination base,
Memphisisone of the best-
suited citiesin the nation for
regional jet service.

Accordingly, Northwest has
announced that it will basea
majority of itsrecent order of
54 RJ'sat Memphis
International. Consequently,
mor e citieswill be served
nonstop from Memphis and
passenger s now traveling on
turboprop planeswill havetheir
present flight times greatly
reduced.

The addition of a significant RJ
fleet to Memphiswill permit
Northwest -- and other carriers
using RJ’'sat MEM, including
United Airlines, COMAIR,
American Airlines, and
Continental Express-- to
combine local-origin passengers
and passenger s connecting
through MemphisInternational
to further strengthen and
expand operations.
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Northwest Airlines

» Southern Hub

* 3,400 Employeesin Memphis

e Utilizing MEM Hub as RJ Center

¢ Physical Enhancementsto Support
Passenger Traffic

Northwest is participating with
the Memphis-Shelby County
Airport Authority in a $400
million project that will
Improvethetravel experience
for our passengers:

15 gates will be added at
concourse A

8 gates on concourse C will be
redeveloped to accommodate
the new breed of regional jets
(such asyou saw in the previous
dlide) that areremaking the
industry

a new moving sidewalk to
connect concourse B and C

the addition of 11 new ticket
countersat thefront of the
airport

a new luggage carousel

new flight infor mation
displaysthat will provide easy-
tO-read flight information in
several different languages; and

major changesin gate areas,
such as new video monitors,
new car peting and new
furniture.
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* General Aviation
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Other Economic Contributorsto MEM

* General Aviation

¢ Tennessee Air National Guard

MemphisInternational hastwo
‘world class’ FBO operations,
both of which consistently rate
among the best in the nation as
measured by pilot publications:
Wilson Air Center
Signature Aviation

New Signature facility opening
soon in original airport
building. Major renovation
nearing completion.
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MEM: The Dollars and Cents | mpact

¢ Total Annual Financial Impact
in Excess of $13 Billion

Fall 1998 U of M emphis study
concluded:

Airport contributesmore
than $13 billion (direct and
indirect) tolocal economy each
year.

Airport impactsonein five
jobsin the metro area.

Each full-time job equivalent
approaches aver age family
income level for Memphis metro
area, meaningthesearevery
good jobsfor the area.

Ratio of airport-related
businessincome: roughly 9-1,
cargo over passenger.

On a percentage basis,
airport’sfastest growth areais
In number of international
passengers.
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Survey also shows area-
residents happy with the
airport:

Majority of business
community views airport as
Important to their continued
€CoNoMiC SUCCESS.

30% of business community
respondents believe future
iInvestment decisonswill betied
directly to level of services
offered by Memphis
| nter national Airport.

One-in-five Memphis-area
residentsuse airport for
businesstravel, two-in-five for
pleasuretravel.
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MEM: The Dollars and Cents | mpact

» Total Annual Financial | mpact
in Excess of $13 Billion

e Stimulusfor Virtual Delivery Industry

The"virtual delivery
industry” -- theordering of a
product or service on day one
from onecity and delivery of it
on day two in a second city --
was born in Memphisand will
continue to prosper in our
community asthe Internet
economy grows.

As e-commer ce becomes
Increasingly ubiquitous, the
Memphis economy in turn will
continueto beimpacted in a
highly positive manner.

Today hundreds of acres of
war ehouses supporting the
“virtual delivery industry”
surround MEM. And,itis
noteworthy that in 1998 for the
first timethe average per capita
Income in Memphis sur passed
the national average.

No wonder Memphis
| nter national Airport isoften
referred to by local politicians
asthe “economic engine of the
Mid-South.”

Here are some of the
companiesthat are
participating in the virtual
delivery revolution in Memphis:
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After logos have come up --

Now permit meto show you a
videotape produced by ABC

News that summarizes some of
the points| have been making.
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“Aviation in thefirst half of the 21st century
will be asimportant to the country asthe

inter state highway system has been in the
second half of the 20th century... Thereis
no placein America that understands that
more at its core than Memphis.”

—The Honorable Rodney Slater,
U.S. Secretary of Transportation

In conclusion, let me echo
once again Secretary Sater’s
view that Memphiswell
under stands the importance of
aviation to our nation’s
economic future.

Because we have been
working hard for 30 yearsto
iImprove the Memphisregion’s
economic base through aviation,
those of usat the Memphis-
Shelby County Airport
Authority know firsthand what
a power ful influence our
industry haswithin our
community.

For Memphis International
Airport to continuethisrole...
indeed to be one of thetop 10
airportsin termsof continuing
growth in thisdecade, asthe
FAA haspredicted, will require
a continuing commitment to
innovation, growth and service
totheair cargoindustry, to the
passenger carriersand to
general aviation in our
community.

| believeweare“up toit,”
and | believe Memphiswill
continueto prosper asa result.
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